aiE S2L PU8UC Lm ™ 

business m . p UR 

CORPORATION FILE 




KELLOGG'S NEW LOOK 


FOR 1955 































KELLOGG COMPANY 

Battle Creek, Michigan 


March 15, 1955 

To the Stockholders: 

On behalf of the Board of Directors, the consolidated statement of your Company, including all 
subsidiaries, for the year ended December 31, 1954, is submitted herewith. 

Consolidated net earnings for the year 1954 were 32% greater than for the preceding year and were 
the highest in the history of the Company, amounting to $12,665,028, which is equivalent to $2.76 per 
share of Common Stock outstanding, after deducting dividends paid on Preferred Stock, as compared to 
$9,559,474, or $2.05 per share, for the previous year. Consolidated net sales again exceeded all previous 
records, amounting to $169,451,233, an increase of approximately 6% over 1953 sales of $160,200,368, 
reflecting a like increase in tonnage equivalent. 

Regular quarterly dividends totalling $514,501 were paid during the year 1954 on the 3 1 / 2 % Pre¬ 
ferred Stock. Cash dividends aggregating $5,502,500, or $1.25 per share, were paid on the Common Stock 
of the Company. 

During the year 1954 we prepaid $1,000,000 of term loan installments coming due during the years 
1955 and 1956, in addition to the current year’s maturity of $500,000, which leaves $2,500,000 of term 
loan payable in installments of $500,000 each in the years 1957 through 1961. Also during the year we 
acquired 12,123 shares of Preferred Stock at a cost of $1,181,415, which is held in the treasury. The pro¬ 
visions of the Preferred Stock issue require the Company to offer to purchase 3,750 shares of this stock 
each year commencing in the year 1956. Preferred Stock now held in the treasury is adequate to meet this 
requirement for four years, through the year 1959. After these payments, and after a net increase in Plant 
and Investment Accounts of $3,796,105, net working capital at the close of the year was $20,725,127 as 
compared with $19,943,637 at the end of 1953, an increase of $781,490. 

Additions and improvements to plants and equipment during the year 1954 amounted to $5,903,087, 
of which $2,706,982 was provided from depreciation charged against income. The major part of 1954 
expenditures on plant were at the Battle Creek factory and included the expansion and improvement of 
power plant facilities and the commencement of construction on the new south building, the completed 
facade of which is illustrated on the cover page of this report. This new building, now in the final stages 
of completion, comprises 142,000 square feet of floor space on five floors and will be used for the re¬ 
arrangement of existing production facilities as well as replacements of present equipment, all aimed toward 
substantial improvement in operating economy, and will result in greatly increased production capacity. 

During the year 1954 an arrangement was entered into with Pillsbury Mills, Inc., whereby cake mixes 
would be manufactured and distributed, under the Pillsbury label, in the Dominion of Canada by our 
Canadian subsidiary, Kellogg Company of Canada, Limited. This operation has now been under way for 
over eight months and already has become a significant factor in the cake mix business in Canada. 

The new Kellogg installation at Uppsala, Sweden, which was referred to in last year’s report, com¬ 
menced operations in May 1954 and a similar manufacturing and distributing arrangement was started at 
Wormerveer, Holland, in December 1954. It is expected that these new facilities will materially widen the 
distribution of Kellogg products in continental European markets. 

Before our founder, Mr. W. K. Kellogg, died in 1951, he had a great concept about a new cereal. 
He believed that valuable properties of other foods could be combined with those of the grains in such a 
way as to produce a concentrated high-quality protein food in a delicious new cereal form. For the past 
four years we have been working hand in hand with two of our great universities on this project. Out of 
this work has come an achievement that we believe is the greatest in our history—a new cereal food com¬ 
bining the nourishment of grains and other natural foods including milk and yeast. This new cereal is 
called Kellogg’s "Special K” because we feel that the big red "K” in our trade-mark is more or less our 
coat of arms. The new cereal is currently being introduced in selected areas. 


Kellogg’s new Snack-Pak—two each individual size boxes of our presweets—proved to be an out¬ 
standing success in its first year. Introduced early in 1954, this package of favorites has taken its place along 
with Variety and Handi-Pak as a leader in the popular individual-service field. 

The Norman Rockwell "Kids” introduced during 1954 on Kellogg’s Corn Flakes packages and in our 
advertising struck a responsive consumer note. They will continue as package face panels during early 1955. 
The center spread of this report is a reprint of the November 1954 Life advertisement picturing these 
engaging little salesmen who contributed so importantly to Corn Flakes’ 1954 sales increase. 

In order to increase the effectiveness and broaden the scope and responsibilities of the executive 
organization, Mr. E. L. Harding, Mr. E. O. Orchard, Mr. R. S. Redmon, Dr. J. J. Thompson, and Mr. P. 
D. Custer have been appointed Vice Presidents in charge of their respective operating departments, and 
Mr. S. R. Sandberg was appointed Treasurer of the Company. In addition, Mr. E. M. Leaver and Mr. R. S. 
Poole were elected Directors, which brings to the Board the benefit of their many years of sales and pro¬ 
duction experience. 

To members of the Kellogg team throughout the world, whose hard work and cooperation made 1954 
such a successful year, I would like to express my deep appreciation. The future of the country we live in 
and this Company we work for is truly bright. If we continue as we have in the past to produce fine foods, 
with the most modern plants and facilities, and if we use the imagination and skill that is inherent in our 
Company to advertise and sell those products to a growing and prosperous people, we will succeed beyond 
our fondest hopes. All we need to do is take advantage of our great opportunity. 

Respectfully submitted, 

President 




COMPARATIVE RESULTS FOR LAST FIVE YEARS 
(As taken from Published Annual Reports) 


Year 

Net 

Sales 

Earnings 

Before 

Taxes 

Provision for 
Taxes 
on Income 

Net 

Earnings 

Cash Dividends 
Common Preferred 

1950 

.... $106,094,544 

$17,353,256 

$ 7,300,000 

$10,053,256 

$7,332,765 

$ - 

1951 

.... 133,507,314 

17,192,820 

8,850,000 

8,342,820 

4,371,800 

535,545 

1952 

.... 152,424,173 

18,853,948 

9,850,000* 

9,003,948 

5,502,500 

535,354 

1953 

.... 160,200,368 

21,159,474 

11,600,000 

9,559,474 

5,502,500 

529,134 

1954 

.... 169,451,233 

25,965,028 

13,300,000 

12,665,028 

5,502,500 

514,501 


*After deduction of provision for U.S. 

taxes on income 

for years prior 

to 1950 not 

required. 






KELLOGG 

AND SUBSIDIA 



Consolidated Balance Sheet 

CURRENT ASSETS: 

1954 

1953 

Cash. 

$18,427,341.50 

$16,900,964.45 

Accounts Receivable, less allowance for doubtful accounts . 

$ 5,808,656.37 

$ 4,832,227.04 

Inventories at Lower of Cost (certain materials on "last-in, 



first-out” basis) or Market— 



Raw Materials. 

$11,397,394.05 

$10,834,781.24 

Finished Products and Materials in Process .... 

4,324,644.19 

4,773,273.53 

Manufacturing Supplies. 

1,824,773.98 

1,838,266.21 

Total Inventories. 

$17,546,812.22 

$17,446,320.98 

Total Current Assets. 

$41,782,810.09 

$39,179,512.47 

INVESTMENT IN AFFILIATED COMPANY. 

$ 600,000.00 

$ - 

LAND, BUILDINGS, MACHINERY, EQUIPMENT AND 



LEASEHOLD IMPROVEMENTS, at cost. 

$50,227,290.90 

$45,023,109.33 

Less Depreciation and Amortization. 

18,997,955.47 

16,989,878.78 


$31,229,335.43 

$28,033,230.55 

DEFERRED EXPENSES: 



Advertising Materials and Expense. 

$ 817,421.57 

$ 691,328.69 

Insurance Premiums and Other Deferred Expenses . . 

1,036,583.66 

1,232,388.66 


$ 1,854,005.23 

$ 1,923,717.35 

PATENTS, TRADE-MARKS AND GOODWILL .... 

$ 1.00 

o 

q 
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$75,466,151.75 

$69,136,461.37 


NOTES TO FINANC 


1. Assets and liabilities, except properties, of the wholly-owned subsidiary companies in Canada, England, Australia, South Africa and Mexico 
are included in the consolidated balance sheet at the approximate rates of exchange prevailing at December 31, 1954 and 1953. Properties are in¬ 
cluded at approximate exchange rates at dates of acquisition. Adjustments resulting from the translation of foreign currency amounts into United 
States currency are included in the statement of income. 

2. The 3 ! / 2 % Cumulative Preferred Stock is entitled to the benefit of a purchase fund which requires the company to set apart out of net 
income, after deducting dividends on the preferred stock, each year commencing in 1956, amounts varying from $382,500 in 1956 to $375,000 after 
1975. These amounts are to be used for offers to purchase shares of the preferred stock at prices varying from $102 in 1956 to $100 a share after 
1975. Any amount in the purchase fund not so expended in any year shall revert to the corporation. In lieu of setting apart cash for any purchase 
fund instalment the company may apply shares of preferred stock purchased or redeemed as the equivalent of cash at the maximum current price 
per share. Preferred shares may also be redeemed at prices varying from $103 in 1956 to $100 a share in 1985. So long as any of the preferred stock 
is outstanding no cash dividends shall he declared or paid on the common stock which would reduce consolidated surplus (capital and earned) 
below $10,000,000. 

3. The company borrowed $5,000,000 in December 1951, issuing serial notes therefor as follows: $2,500,000 3% notes maturing $500,000 
per annum from 1952 to 1956, inclusive, and $2,500,000 3*4% notes maturing $500,000 per annum from 1957 to 1961, inclusive. Notes for $1,500,000 
maturing to 1957 were paid during the year. The loan agreement provides that so long as any of the notes are outstanding the company will not pay 

























Haven’t you seen these little faces someplace 
before? Of course you have . . . right on the front 
of the Kellogg’s Corn Flakes packages. You’ve prob¬ 
ably had breakfast with them many times, because 
Kellogg’s Corn Flakes taste better to more people 
than any other cereal. In fact, more people ran out 
of Kellogg’s Corn Flakes this morning than any other 
cereal of any kind. How are you fixed for Kellogg’s 
Corn Flakes right now? It just doesn’t pay to be 
fresh out. 


PIGTAILS 
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Some of our best customers 
look like this 


... with freckles and hair ribbons and beanies and 
150-watt lights in the eyes, as captured here by 
Norman Rockwell. Kidst The little people who've 
had us toeing the mark now for nearly 50 years. 

It all started back in 1906. That's when Mr. W. K. 
Kellogg got fired up with the idea of bringing 
people the good and wholesome grains in a new and 
most appetizing form. 

Kids liked what they tasted and tney've never laid 
down their spoons. Today and every day, Kellogg's 
feeds more kids (and of course, more mamas and 
papas, too) than any other ready-to-eat cereal com¬ 
pany in the country. 

It's a wonderful responsibility, that keeps us 
hopping. 

We know that little appetites need to be coaxed, 
so Kellogg's makes everything to coax them with 

— cereals in flakes, in puffs, in shreds. Some 
that go "Snap, Crackle, Pop." Some that are even 
sugar-coated. And all toasted in our radiant ovens 
to the last twinkle of freshness. All made to our 
still secret recipes with flavor that's never been 
duplicated. All rich in the stuff that makes little 
bodies shoot up and blossom and thrive. 

If there are any little spooner-uppers at your house, 
you might remember that this is what's waiting for 
you in those spanking, sparkling Kellogg's packages 

— the ones with Mr. Kellogg's original signature in 
big red script. Don't ever settle for less, now, 
will you? Kellogg's, that's the name to reach for. 

K for Kellogg's. K for kids. 


CORN FLAKES • RICE KRISPIES • PEP WHEAT FLAKES 

ALL-BRAN • 40% BRAN FLAKES • RAISIN BRAN - SUGAR CORN POPS 
SHREDDED WHEAT • SUGAR SMACKS • SUGAR FROSTED FLAKES 

CORN SOYA * KRUMBLES • VARIETY - SNACK PAK • HANDI-PAK 








COMPANY 

IY COMPANIES 

December 31,1954 and 1953 


CURRENT LIABILITIES: 


Loans Payable. 

Accounts Payable— trade. 

Miscellaneous Accounts Payable and Accrued Expenses . 

Taxes Other Than Income Taxes. 

Estimated United States and Foreign Taxes on Income. . 

Total Current Liabilities. 


1954 

$ 168,000.00 
5,896,357.00 
2,371,215.46 
178,536.66 
14,297,579.04 
$22,911,688.16 


TERM LOAN, payable in equal annual instalments from 1957 
to 1961 . 


$ 2,500,000.00 


CAPITAL AND RETAINED EARNINGS: 

3 l / i % Cumulative Preferred Stock of $100 Par Value— 

Authorized and outstanding—153,013 shares including 

shares held in treasury.$15,301,300.00 

Common Stock of $.50 Par Value— 

Authorized 4,500,000 shares, issued 4,406,310 and 

4,402,000 shares at December 31, 1954 and 1953 . . . 2,203,155.00 

Other Capital . 2,014,193.06 

Retained Earnings Used in the Business . 31,905,211.44 

$51,423,859.50 

Cost of Preferred Stock Held in Treasury— 14,211 and 

2,088 shares at December 31, 1954 and 1953 .... 1,369,395.91 

$50,054,463.59 


$75,466,151.75 


1953 

$ 589,600.00 

5,256,799.56 
2,621,051.72 
127,475.90 
12,564,665.37 
$21,159,592.55 


$ 3,500,000.00 


$15,301,300.00 


2 , 201 , 000.00 

1,905,365.53 

25,257,184.45 

$44,664,849.98 

187,981.16 

$44,476,868.82 

$69,136,461.37 


;IAL STATEMENTS 


or declare any cash dividends or make any other distributions on the common stock which would reduce consolidated surplus (capital and earned) 
of the company and its wholly-pwned domestic subsidiaries below $6,000,000. The agreement also provides that the company and its wholly-owned 
domestic subsidiaries must maintain net current assets of at least $10,000,000 and their current assets must be at least 150% of current liabilities. 

4. Sales made in 1954 to certain agencies of the United States Government are subject to renegotiation but in the opinion of management no 
refund will be required. Renegotiation for 1950 through 1953 has been settled without refund. 

5. Options were granted as of December 21, 1953 to certain officers and employees of the company and its subsidiaries for the purchase of 
68,200 shares of common stock at $21.8875 per share (85% of fair market value as determined by Managers under the Option Plan). Each option was 
for ten years from date of grant and 20% of (he number of shares may be purchased at any time after the end of one year following the date of 
grant and 10% after the end of each succeeding year, but only while the optionee is employed by the company or its subsidiary companies or within 
90 days after termination of employment. In the event of the death of the optionee while in the employ of the company or its subsidiary companies, 
or within 90 days after cessation of such employment, the option shall be exercisable by his heirs or legatees within one hundred and eighty days 
after his death but only to the extent he is entitled to exercise the option at the date of his death. At December 31, 1954 the quoted market price 
exceeded the option price. The difference between the option price of $21.8875 and fair market value as of the date of granting the options is being 
charged to income in equal annual instalments over a ten-year period. Under the plan options for 4,310 shares were exercised between December 21 
and 31, 1954. The excess of market value, at the date of granting the options, over par value of these shares was credited to other capital. Options 
for 63,890 shares were outstanding at the year end. 




















KELLOGG COMPANY 

And Subsidiary Companies 

CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


1954 

Sales, Less Returns and Allowances .$169,451,233.67 

Interest and Miscellaneous Income. 60,422.63 

$169,511,656.30 

Costs of Products Sold and Selling and Administrative 

Expenses . 143,546,628.46 

Costs and expenses include $2,706,982 in 1954 and 
$2,447,576 in 1953 for depreciation and amortization 


$ 25,965,027.84 

Estimated United States and Foreign Taxes on Income (in¬ 


cluding $125,000 U. S. excess profits tax in 1953) . . . 13,300,000.00 


Earnings for the Year .$ 12,665,027.84 

Cash Dividends Declared: 

On Common Stock of $.50 par value—$1.25 a share . . (5,502,500.00) 

On 31/2% Cumulative Preferred Stock—$3.50 a share . . (514,500.85) 

Retained Earnings Used in the Business: 

At beginning of year. 25,257,184.45 

At end of year.$ 31,905,211.44 


See Notes to Financial Statements 


1953 

$160,200,368.64 

89,038.03 

$160,289,406.67 


139,129,932.13 


$ 21,159,474.54 

11,600,000.00 
$ 9,559,474.54 

(5,502,500.00) 

(529,133.83) 


21,729,343.74 
$ 25,257,184.45 


Price Waterhouse & Co. 
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PENOBSCOT BUILDING 


To the Board of Directors of Detroit 20 

Kellogg Company: March 15, 1955 

In our opinion, the accompanying balance sheet and statement of income and retained earnings present 
fairly the consolidated financial position of Kellogg Company and its subsidiary companies at December 31, 
1954 and the results of their operations for the year then ended in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. Our examination of 
such statements was made in accordance with generally accepted auditing standards, and accordingly in¬ 
cluded such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 




Certified Public Accountants 



















Board of Directors 


G. A. Cross R. S. Poole 

E. L. Harding R. E. Pritchard 

E. M. Leaver M. M. Raymer 

E. W. Morris L. C. Roll 

H. F. Muntz E. T. Swan 

R. P. Olmstead A. E. Udell 

E. O. Orchard W. H. Vanderploeg 

Officers 

W. H. Vanderploeg. President and General Manager 

L. C. Roll. Executive Vice-President 

E. T. Swan. Vice-President in Charge of Sales 

E. O. Orchard. Vice-President in Charge of Finance 

M. M. Raymer. Vice-President in Charge of Export Production 

R. S. Poole. Vice-President in Charge of Domestic Production 

E. L. Harding. Vice-President and General Counsel 

E. M. Leaver. Vice-President and Sales Manager 

H. F. Muntz. Vice-President in Charge of Export Sales 

R. P. Olmstead. Vice-President in Charge of Advertising 

A. E. Udell. Vice-President in Charge of Purchasing 

P. D. Custer. Vice-President in Charge of Industrial Relations 

R. S. Redmon. Vice-President in Charge of Engineering 

J. J. Thompson. Vice-President in Charge of Food Research 

S. R. Sandberg. Treasurer and Assistant Secretary 

S. B. An good. Comptroller 

E. J. Muss. Secretary 

C. M. Liberty. Assistant Treasurer 


-»»<«- 

Concannon, Dillon and Snook. General Attorneys 

Price Waterhouse 8c Co. Auditors 

Harris Trust and Savings Bank, Chicago, Illinois . . . Transfer Agent 


Continental Illinois National Bank and Trust Co. of Chicago . Registrar 
























Subsidiary Companies and Branch Offices 
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UNITED STATES 

KELLOGG SALES COMPANY-BATTLE CREEK, MICHIGAN 
E. T. Swan, President 

E. M. Leaver, Vice-President L. G. Buchanan, Vice-President 

H. M. List, Vice-President 

VICE-PRESIDENTS IN CHARGE OF SALES DIVISIONS 


EASTERN DIVISION 

.O. K. Berry 

WESTERN DIVISION. . . . 

. . . M. L. Johnson 

CENTRAL DIVISION 

.V. J. Wautelet 

PACIFIC DIVISION 

. . . V. E. Mitchell 


southern DIVISION. 

.. .C. L. Yarbrough 



DISTRICT SALES MANAGERS 


ATLANTA, GA. 

.C. W. Ehle 

MEMPHIS, TENN. 

. . C. W. Weber 

BOSTON, MASS. 

.A. F. Rush 

MINNEAPOLIS, MINN. 

. H. M. Yarnell 

CHICAGO, ILL. 

.R. W. Sawyer 

NEW YORK, N. Y. 


CINCINNATI, OHIO... 

. J. S. Whouhan 

OMAHA, NEB. 

. . . L. F. Toomey 

CLEVELAND, OHIO... 

.L. W. Kwant 

PHILADELPHIA, PA. 

. . . A. V. Maclean 

DALLAS, TEXAS. 

.B. V. Anderson 

PITTSBURGH, PA. 

. . . . L. F. Ransick 

DENVER, COLO. 


RICHMOND, VA. 


DETROIT, MICH. 


ST. LOUIS, MO. 


KANSAS CITY, MO. . 

.M. B. Husted 

SAN FRANCISCO, CAL.. . 

. . J. H. Webster 

LOS ANGELES, CAL. 

.L. C. Hill 

SEATTLE, WASH. .. 

.. J.T. Farnham 


SYRACUSE, N. Y. 

J. L. Chamberlaine 
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SAN LEANDRO, CALIFORNIA, PLANT 

Earl Stine, General Manager 

OMAHA, NEBRASKA, PLANT 
VVm. H. Williams, jr., General Manager 

LOCKPORT, ILLINOIS, PLANT 

Leonard Bergseth, Plant Manager 

7/AVv 

EXPORT DIVISION 

Harold F. Muntz, Sales Manager 
Morris M. Raymer, Production Manager 

KELLOGG COMPANY OF GREAT BRITAIN, Limited— Manchester 
Harry McEvoy, Managing Director 
L. P. Batson, Assistant Managing Director 

KELLOGG COMPANY OF CANADA, Limited— London, Ontario 
George M. Johnston, President and General Manager 
J. S. Holmes, Vice-President and Sales Manager 
Lynn E. Rochester, Vice-President and Advertising Manager 

KELLOGG (Australia) PROPRIETARY, Limited — Sydney 
A. C. Roach, Managing Director 
R. J. Dawson, Assistant Managing Director 

KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY), Limited 
J. F, Malone, Managing Director 

KELLOGG De MEXICO, S. A. de C. V. 

E. J. Harlan, President and General Manager 
Juan D. Ortuzar, Treasurer and Assistant General Manager 














